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Customary greetings 

 

I would like to begin by congratulating the ICAP Steering 

Committee for organizing this panel enabling us to report on 

the development of our respective carbon markets. Québec 

has been a member of ICAP since 2009 and greatly 

appreciates the organization’s initiatives, including the 

creation of an interactive virtual map that provides a wealth 

of information on current and developing carbon markets 

throughout the world. We can see from the map that 

national and sub-national governments are increasingly 

considering market mechanisms to be amongst the most 

effective tools in the fight against climate change. 

 

Indeed, such is the case for Québec, which opted for that 

approach as early as 2008 by joining the Western Climate 

Initiative. The fact that this forum of Canadian and U.S. 

federated states wanted to create a North American carbon 

market offered several benefits for Québec. A market of this 

kind provides us with an excellent guarantee of actually 

reducing greenhouse gas emissions, which was the primary 

goal of our course of action. 

 

Furthermore – and this is the argument that really convinced 

us – this market-based instrument, by its very nature, gives 
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large emitters covered by the system the flexibility they 

need to meet their legal obligations. 

 

As soon as Québec joined the WCI, it began, in close 

collaboration with its other partners, to get actively involved 

in the design of the operating rules for the regional cap-and-

trade system. In October 2011, along with California, 

Ontario and British Columbia, Québec became a founding 

member of WCI Inc., an organization that provides technical 

and administrative services related to the carbon market. 

For the moment, among these four pioneers, only Québec 

and California have implemented a cap-and-trade system for 

emission allowances within their territories. But we are 

hopeful that Ontario and British Columbia will take the 

necessary steps to establish their own system in the coming 

years.  

 

Québec’s system has been in effect since January 1, 2012. 

The system’s first compliance period began on January 1, 

2013, and will end on December 31, 2014. It currently 

covers some 80 establishments in the industrial sector. It 

also covers electricity production, but that sector’s impact is 

minimal since over ninety-seven (97%) of Québec’s 

electricity production comes from renewable energy sources 
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that are very low in GHG emissions, namely hydroelectricity 

and wind power. 

 

Starting in 2015, about fifty fossil fuel distributors will also 

be covered. The cap-and-trade system will then encompass 

nearly eighty-five percent (85%) of Québec’s GHG 

emissions.  

 

I don’t want to go into detail here about how our system 

works, but I would nonetheless like to point out that a series 

of regulatory precautions have been taken to ensure its 

reliability and stability, to guarantee a sufficiently strong 

carbon price signal to the economy, and to prevent 

excessive variations in emission allowance prices. 

 

We first made the strategic decision to apply the system to 

our entire economy, not just to the industrial sector. We 

were banking on the premise that if the system had a 

broader coverage, it would give the stakeholders involved 

more assurance that emission allowance prices would be 

less subject to economic fluctuations that might affect some 

sectors more than others. It would also increase liquidity in 

the market and offer more possibilities for GHG emission 

reductions. 
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Next, we set a minimum price for emission units sold at 

auction by the government. The price for emission units in 

2013 is ten dollars and seventy-five cents ($10.75) 

Canadian and will increase by five percent (5%) plus 

inflation annually. In this way, we are ensuring stable and 

predictable revenue for the government, and an increasing 

carbon price that will help guide companies in their financial 

planning. This floor price is accompanied by a mechanism 

that functions as a ceiling price to limit the impact of 

possible surging market prices on covered entities. 

 

We also decided to give emission units free of charge to 

companies facing national or international competition in 

order to prevent carbon leakage. However, the number of 

units allocated to them at no charge will drop by one to two 

percent annually to provide them with an incentive to 

improve their performance. Other covered entities, mainly 

fossil fuel distributors that have a more captive clientele, will 

have to buy all the emission allowances they need to meet 

their regulatory obligations on the carbon market. 

 

Additionally, we set purchase limits and holding limits in 

order to avoid market manipulation. There are also severe 

penalties for wrongdoing and regulation violations. 

 



 

 6 

Finally, regarding offset credits, we made sure that the steps 

leading up to their creation would meet the most stringent 

international recognized standards to allow real, permanent, 

additional and verified greenhouse gas emission reductions 

and to avoid double counting. In this respect, we are in sink 

with the Parties to the United Nations Framework 

Convention on Climate Change which decided, in Doha in 

2012, that the Framework for Various Approaches and the 

New Market Mechanism should be based on standards 

leading to identical outcomes. 

 

The Québec government has already organized a successful 

pilot auction, which took place last May, and will hold the 

first official auction on December 3, 2013. As a result of this 

and future auctions up to 2020, we anticipate collecting over 

three billion dollars in revenues. 

 

One hundred percent (100%) of these will be invested in 

initiatives that will make other GHG emission reductions 

possible, and help Québec society adapt to the impacts of 

climate change. This includes significant investments in 

public and private transportation electrification, which 

represents a formidable challenge in the coming years. A 

policy on this initiative was in fact unveiled last month. It 

goes without saying that given its abundance of electricity, 
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97% of which is renewable, Québec is the ideal place to 

develop this technology of the future. In addition, not only 

do we have a surplus of clean electricity, but it is also the 

cheapest in North America for residential customers. 

 

Uniting our strengths 

 

The success of the fight against climate change hinges on a 

major shift in collective and individual choices. It also 

depends on strong continent-wide cooperation with our 

economic partners in order to establish a strong carbon price 

signal to all economic stakeholders in North America. 

 

Accordingly, this past October, we formally announced the 

signing of an agreement between Québec and California to 

link our respective carbon markets as of January 1, 2014. 

This agreement was the result of a long process of 

negotiations to harmonize and integrate our respective 

legislation and regulations – and I should point out that this 

process was marked by an unparalleled spirit of 

collaboration. Clearly, Québec and California were both 

equally motivated by a common determination to take GHG 

mitigation measures, and to minimize the impacts of climate 

change as much as possible. 
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Linking our markets is a milestone event in the fight against 

climate change in North America. Indeed, neither California 

nor Québec waited until their respective federal 

governments got involved to take action. Because Québec 

and California were aware of the urgent need to respond, 

they ended up creating the largest carbon market on our 

continent. And not only that, they also created the world’s 

first carbon market that extends across international borders 

while being operated by federated states.  

 

Collaboration between Québec and California within the WCI 

framework is therefore an excellent example of North 

American regional cooperation that is economically and 

environmentally beneficial for both partners. And we’d like 

to see more! In fact, Québec hopes that other North 

American states will join the WCI carbon market and that, in 

the longer term, other partners in the rest of the world will 

also join. 

 

In this regard, it will come as no surprise when I tell you 

that we are paying very close attention to the discussions on 

the Framework for Various Approaches and the New Market 

Mechanism currently taking place in Warsaw and that will 

most likely continue for some time. We believe these 

mechanisms, which could be part of the next international 
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climate regime, should recognize and include the carbon 

markets of sub-national governments. Indeed, it is only by 

involving all stakeholders willing to take action in the 2015 

agreement that we collectively stand a chance of tackling 

climate change successfully, and reaching the two degree 

goal. 

 

Thank you for your attention! 


